Abstract: Purpose -In the paper legal regulations regarding internal audit in Poland are presented. Design/methodology/approach -The research involved the analysis of legal regulations on the subject of internal audit in the public sector. Findings -The overview of the legal regulations of internal audit in Poland reveals that they refer solely to the public sector. Originality/value -It is pointed out that there is a need for development of internal audit recommendations for other sectors of the economy.
Introduction
Internal audit has a relatively short history in Poland (dating back to 2002) and is associated exclusively with the public sector. Across the world, on the other hand, internal audit has been known for centuries and it is present in all the major sectors of the economy. In order to capture the current state of the global internal audit the Institute of Internal Auditors (IIA) conducted two surveys -in 2006 and 2010 -covering various regions of the world and sectors of the economy (Alkafaji, Hussain, Khallaf, Majdalawieh, 2010) . In Poland, many studies have been written on the subject in question (Kiziukiewicz, 2009 (Kiziukiewicz, , 2012 Moeller, 2011) .
Introduction of internal audit in Poland was related to the country's accession to the European Union, which offered new funding opportunities promoting equal economic growth across the EU. The European Union imposed a condition requiring internal audit mechanisms to be implemented in order to monitor how the funds granted under operational programmes were spent.
The aim of the paper is to present current legal regulations on internal audit in Poland to a foreign reader. It is to make it easier to compare the subject and the object of scientific research within the issue in question in Poland. Internal audit regulations in Poland comply with international standards, however, they only apply to the public sector.
The analysis of Polish and foreign literature as well as legal regulations was conducted for this study, focusing on legal norms and international publications investigating the state of internal audit in the world.
Legal regulations of internal audit in Poland in the public sector
Polish government decided to limit the introduction of internal audit to the public sector alone and defined the term in the Public Finance Law. Pursuant to article 274 of this act, internal audit is conducted in entities shown in Figure 1 . Internal audit is also carried out in other public sector entities, including local government units, if they accumulate or spend significant amounts of public resources. The Minister of Finance by means of a regulation has determined the annual income and expenditure thresholds for internal audit. This amount has been set at PLN 40 million. -how to document the results of an internal audit, -how to plan an internal audit engagement, -how to perform an internal audit engagement and how to organise the collaboration between the auditor and staff of the department under review, -how to prepare an internal audit report and what its components are. Performance of an internal audit engagement is preceded by development of an internal audit plan, based on assessment of major risk areas related to the operations of the organisation. Risk assessment includes:
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-the organisation's objectives and goals, -legal regulations related to the organisation's activity, -results of past audits, -results of previous analyses of adequacy, effectiveness and efficiency of control systems, including internal control, -internal and external risk factors affecting achievement of the organisation's objectives, -comments of the employees of the organisation, -number, type and size of financial operations, -availability of foreign non-repayable funding with focus on the funder's requirements, -number and qualifications of the organisation's employees, -financial report and budget performance report. Risk areas should be documented and ranked in order of importance for internal audit purposes; organisational factors should also be taken into account, e.g. time required to complete the audit engagement, training of the staff involved in the audit, the organisation of human resources and tangible assets, estimated costs of the audit and extra time allowed for unexpected activities.
Development of an internal audit plan
Based on the accepted hierarchy of risk areas, an audit plan is developed. The audit plan for the coming year is developed by the chief audit executive in agreement with the head of the organisation. If in the course of his or her activity, the internal auditor reaches a conclusion that performance of all the audit engagements defined in the plan is either unfeasible or useless, both parties revise the original audit plan and make necessary changes in writing. At the request of the head of the organisation, or on an unsolicited basis, the internal auditor may perform an ad hoc internal audit engagement. If such an additional audit engagement poses a threat to the execution of the audit plan, the auditor communicates this fact (in writing) to the head of the organisation.
An audit plan describes: -areas of the operations of the organisation where assurance engagements will be performed in a given year, -the time budget of the internal audit department in a given year expressed in mandays, including in particular the amount of time allocated to: a) performance of individual assurance engagements, b) providing consulting services, c) monitoring implementation of the recommendations and verification activities, d) continuation of audit engagements from the previous year. The audit plan is signed by the chief audit executive and the head of the organisation. Any changes to the audit plan require written consent of two parties.
If no audit plan has been developed for a given year, the chief audit executive immediately develops an audit plan for that year or -where justified -in agreement with the head of the organisation develops a schedule of individual audit engagements to be performed by the end of the year. The audit plan is executed through completion of individual audit engagements.
Before starting an assurance engagement, the internal auditor performs a review which includes in particular:
-identification of the organisation's objectives and scope of activity under review, -risk assessment taking into account the existing controls, -the agreed criteria of controls evaluation in the organisation's activity under review: if no such agreement can be reached with the auditee, the criteria are agreed on with the head of the organisation. When starting the actual engagement, the auditor organises an opening session inviting all the internal auditors involved and the head of the department under review or a designated employee. During the opening session, the internal auditor presents the objectives, scope and organisational principles of the engagement. The head of the department under review presents basic information about the department's activity and both parties make necessary arrangements to minimise work disruption during the audit engagement. During the engagement, the internal auditor may request additional meetings with the head of the department under review or its employees.
Having completed the review, the internal auditor develops an assurance engagement work program which includes among others:
-results of the initial review, -comments of the head of the organisation and the auditee, -resources needed to complete the engagement, including assistance of an expert, -expected duration of the audit engagement. The work program should include several elements, as specified in Table 1 . Table 1 Elements of an audit engagement work program
No. Specification
1.
Definition of the engagement, including its title.
2.
Objectives of the engagement.
3.
Subject and object of the engagement.
4.
Methodological guidelines, including: a) audit techniques to be employed, b) specific problems (significant risks) requiring special attention, c) type of evidence which needs to be collected and methods of its examination.
5.
Organisational principles and schedule of activities.
Source: own study.
Where justified, the internal auditor may make changes to the work program in the course of the assurance engagement. Any changes to the work program should be made in writing. The assurance engagement work program and its changes require approval by the chief audit executive.
Development of an assurance engagement report
Upon completion of the engagement, in order to present its initial results the internal auditor organises a closing session with the head of the department under review. Other people may also participate in this meeting, namely supervisors of the department under review, designated employees of that department and the chief audit executive.
The internal auditor takes the minutes during all sessions, including the opening and closing sessions, specifying in particular the objective, course and results of the meeting. The minutes are signed by the internal auditor chairing the session and the head of the department under review or a designated employee. Should the latter refuse to sign the minutes, the auditor makes an appropriate comment in the minutes, whereas the person who refused to sign the document should immediately provide their reasons for doing so in writing.
If no agreement can be reached on the initial results of the internal audit, the auditee can submit his or her reservations in writing by the date appointed by the auditor, but no sooner than 7 days after the initial results were communicated to the auditee.
When the initial results of the internal audit are agreed on or reservations are received, the internal auditor prepares an assurance engagement report containing in particular:
-title and objective of the engagement, -subject and object of the engagement, -starting date, -definition and assessment according to the criteria defined in the engagement work program, -recommendations, -internal auditor's comments to any reservations, -general evaluation of the adequacy, effectiveness and efficiency of internal control over the area of activity under review, -report date, -name and signature of the internal auditor performing the engagement. If the assurance engagement is a joint effort of several internal auditors, the report may be signed either by all the auditors involved or the auditor supervising the engagement, appointed by the chief audit executive from among all the auditors involved in that engagement. The report should be clear, concise, transparent, objective and complete.
The internal auditor submits the report to the head of the department under review. The auditee determines how the recommendations will be implemented no later than 14 days after receiving the engagement report. Where justified, the internal auditor may submit to the head of the department only excerpts of the report which concern the activity of that department. If the auditee refuses to implement the recommendations, he or she can submit -in writingadditional explanations or justified reservations about the contents of the report by a date appointed by the internal auditor but no sooner than 7 days after receiving the report. Those explanations or reservations are next analysed by the internal auditor who, if appropriate, initiates a discovery process. If the explanations or reservations are found valid, the internal auditor submits (in writing) to the head of the department under review his or her opinion and reasons for this opinion.
After examining any additional explanations or reservations, the internal auditor submits one copy of the report to the head of the organisation and one copy to the head of the department under review. The head of the organisation should take corrective action to remove the deficiencies or introduce improvements, appoint employees responsible for implementing the recommendations outlined in the report and set a deadline for their implementation, informing the internal auditor about it.
To evaluate the organisation's corrective action taken to implement the recommendations outlined in the report, the internal auditor can undertake verification activities, which he or she describes in a separate note. The note is handed both to the head of the organisation and the head of the department under review.
The order of audit activities as outlined in the aforementioned regulation is shown in Figure 2 .
The internal auditor provides consulting services upon request of the head of the organisation where he or she is employed. As a result of those activities, the auditor may produce an opinion or recommendations for improvements in the organisation's activity. The auditor can communicate, on an unsolicited basis, the conclusions aimed at improving the organisation's performance to either the head of the organisation or the head of the department under review.
The objectives and scope of consulting services should be documented by the internal auditor. The form and contents of the report on consulting services should be tailored to the type and character of the engagement. Neither the head of the organisation nor the head of the department are bound by conclusions, recommendations or opinions issued by the internal auditor. By the end of January each year the internal auditor should prepare an audit performance report for the previous year and submit it to the head of the organisation.
The chief audit executive in a public sector entity submits a copy of the report to an internal audit department in the competent ministry by 15 February each year.
An efficient internal audit department should operate based on internal regulations which, apart from definitions of the basic terms, principles and objectives of audit activity, should also describe individual audit engagements, rights and obligations of the auditor and the auditee, rules for reporting, as well as the place of the internal audit department in the organisational structure.
